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Yo o =d= guus
M IND =2+ Huws
g, 2 el SANeE ARetd e vk lnAssetl (o F Ak AR ago R
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&l ’%%‘3}"4 "‘?r X}:Lfﬂ ﬂ?&ol olH7] wliol o]z folo] HER FAMFR 7%
B porz FAE art ok A7) F
Ayl TA,,;A,,,lt 117101] WS- o] &gk o] A o] FY] FFE BAlIEH] Sl AH ek
Kospi/ Kosdaqe 737821743 32~ 4771949 Ael, Bigaw HASARMRIA 2P 3A N
Qlzte] 2ol Z o) BAFE AFsATh A=l ZRE A Y8 d=dv] Y, YDE,
Al 598 A8 a6l Aidel Y INDE AR s

o g 7M2E S 9 AFRF S vl 2(6)F 2ol AH T

2(6)2 ZEAAIGL] AFE AAES FadeisR sto] BAee RYPoz, o o
TEATE AFA Dol B R A5 A 2EgbAbe] ARG SAAT B,

= T
FT ()2 B EE HHe e YRR 2RIl A7 AP AR
S A i
=

P

AQ=By+ B AH Byint + By AH X int + Controls+ Y, YD+ Y JIND+e,, 21(6)
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(B 3 M8 52 2X

o 2 xZ2 T0H) H|2(%)
9, 99 B o4, 34 18 0.58
24 2 0.06
Az 1,898 61.07
A7), 7k, 71 2 FEAS 20 0.64
st - H71E A, dEAA 2 RS 10 0.32
Ad4 110 3.54
T 5 A 228 7.34
+T4 52 1.67
S gl SAAY 5 0.16
Z3, 9, BEEA 2 AR Y 338 10.88
a2 ddd 14 0.45
A, H8t B 7ls Au a9 338 10.88
At e E AR AR 39 1.25
WE AH| Y 13 0.42
dg, 23x2 9 o7t AH| 29 19 0.61
3l g A, el 2 e JH)D AEj g 4 0.13
Al 3,108 100.00

A, T AARIZE tie] A G AR o] AR e Hl T AT Bl gtk vy <3E 4>

ZF AFH AR TN F AR Yo A2 FEe Flolth, M gdolAte] ZRARA]

LSS " 5.00%5 ARt FEI AL FARE 66.21%, TEIAALS] AR

8.79%°] Hl <= Holx givk TS vipd wdolAbe] M) 4.85%A 4.94%= <kF S8
NI SEZ3AALY] H]ZE 68.88% A 65.16% % FAsHH o FH3] AL B S-S 26.27%9)
A 29.90%= tha F7kstal At
SESAA AF BE AFY HAAZAA A o3t Aot v S ek,

5 %

A A ZERAE AT 0l PAALE FYete] o]

[\

=
B 9nE PA B 00 5 drke 330 Asat. AA A7 F AN freola
Gagol e AL SRAAN Aol G MFel A 2] BR Aoz el
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CE 4> 3 ZAM|ZH CHH| 2158 ZARA[ZES] AEE HE
201414 2015 20161 20174 T A
PCH AA A1 ZE 70,986 75,566 85,894 79,806 312,252
H| & 4.85% 4.94% 5.24% 4.94% 5.00%
RAH AA| A7 1,007,829 1,012,792 1,062,724 1,052,063 4,135,408
H] & 68.88% 66.25% 64.84% 65.16% 66.21%
IAH AAAIZE 384,345 440,374 490,495 482,784 1,797,998
v & 26.27% 28.81% 29.92% 29.90% 28.79%

* PCHE B9°l A FYAIZL, RAHE SEIAIA FJAAIZE IAHE 53 AIAF FUAIZE

Ao U3t 7| 25AFE < 5>9F Zrh
A SAIEA S B4 9 TS5 A
Ao &R AT TN T JonesEP =
o mPow =¥ PMDAR Z7te] WHFY5)S
—0.0001(0.0043)3}+ 0.0001(—0.0001)E V}ebsET).

2Fd Al 93 A S Y E 4SS 2o AKPC 2 PCHY), T23|AAHRA
2 RAH#), 43 AAHIA 2 IAH#H)Z TR 1, o] &= Bub7|A7k 712 7ke) A9l &
AN HE(EYF)S 2H2E 4.2905(4.1896), 6.7706(6.6424), 5. 9854(5 9295)Ath. Faz 2
FE AN e A AA AR ZKTotal In) = e 20149 % GAI0E] S AL 4Hd
3] ALl Al EO‘AVP 352AIZAA RS He ghe 10.4686)0]Mi, AN PRI
BEE AT HAaHE 201495 FATHA] & FHAkeE o] @3] AHRle] A FYAIZE 259413
(ARAZIE 8 e 5.54126)0.2 UERYTE o5 $X& th2 FoWSE1 P g
3] & zpol7} o] AAAIZIe R vt o $RE B AAR D ghe F st Bluwst
At 283 ZEZHINT)S HH< 0.1637°]2 F5E 00]%Th

npxjeto 2 EAAFRE AFEE 7)Yt (InAsset) ] H S 26.41840. 2 9| 26.1455H. T}
2 EXE o231 It} A E(Lev) L 38.73% % FYF 37.75%ET} A3, LSS
oz et dx i%(CFO)A 495 Hi 0.0505%2 55 0.0478 0 2A Yepdth AW = 3

3

e

o

ol

dbyal(TA)] BT $U5E —0.027728 —0.02390] 1, B7IEo| ol FAAS Uie &4}
Abo] 2] E(ROA)S] HT 3 FYGE 0.02259) 0.0277°]1H, 714 A H (Age)E H 1 32.36229 52

T 292 Yeth 971eEA(L0SS)H Al THE(KOSPIVKOSDAQ), 3] A 1 T-2(Bigd), 9%
(YD) % A EF(IND)S 2= grjds2 3= ok
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R 5 I SAHY
il =y EFHR FDF 25% R R 75% E[CH gk
MDA —0.0001 0.0948 —0.4718 —0.0378 0.0043 0.0366 0.4567
PMDA 0.0001 0.0743 —0.5268 —0.3399 —0.0001 0.3958 0.4224
PC_In 0.0769 0.2235 0 0 0 1.0986 1.3862
PCHI _In 3.1549 0.9958 0 0 3.0445 6.1779 6.3062
PCH2 In 3.7957 0.7474 0.6931 1.3862 3.7376 6.1717 6.5308
PCH3 In 4.2905 0.7401 1.6094 2.0794 4.1896 6.8001 6.8265
RA In 1.6460 0.5135 0 0 1.6094 3.6375 4.0775
RAHI In 5.8665 1.0201 2.0794 3.2188 5.6970 9.4435 9.7941
RAH2 In 6.1620 0.7451 3.1780 3.9120 6.0946 9.3073 9.9471
RAH3 In 6.7706 0.8088 3.4657 4.7362 6.6424 10.1276 10.3441
IA In 1.2039 0.6217 0 0 1.3862 2.8332 3.1780
IAH1 In 4.7853 1.0549 0 0.6931 4.6539 7.9388 8.3673
IAH2 In 5.5279 0.8204 0.6931 1.3862 5.5294 8.4235 8.4961
IAH3 In 5.9854 0.8056 1.6094 2.8903 5.9295 8.8439 8.9650
Total_In 7.2529 0.7262 5.5412 5.6664 7.1102 10.3838 10.4686
INT 0.1637 0.3701 0 0 0 0 1
AH XINT 1.2015 2.7311 0 0 0 9.4389 10.0005
InAsset 26.4183 1.5454 22.6978 23.1722 26.1455 32.7312 32.9205
Lev 0.3873 0.2142 0.0007 0.0013 0.3775 1.1305 2.3533
CFO 0.0505 0.0828 —0.5061 —0.3499 0.0478 0.4675 0.6438
TA —0.0277 0.1780 —2.9221 —0.8358 —0.0239 1.6439 4.5036
ROA 0.0225 0.1886 —3.2040 —0.7933 0.0277 1.9369 5.0132
Age 32.3622 17.2196 7 17 29 44 120
LOSS 0.2438 0.4294 0 0 0 1 1
KOSPI/
KOSDAQ 0.4829 0.4997 0 0 0 1 1
Firm—size 0.7139 0.4519 0 0 1 1 1
F1) FEA7]1=3,1087) 71H4/9=
F2) W g
MDA, , =57 Jones 2.8 A= TP PMDA; , =733 2E A 2P
PCn=4golAt 19 o] AA=a g PCH, =30 A} EHb7] RARAI ] Ad =0 3k
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s ZZZANT=1) AEZAKINT=0) =3l 10|21
go EEHA} g EEHA

MDA —0.0013 0.1144 0.0001 0.0904 —0.0015 —0.285

PMDA 0.0056 0.0849 —0.0009 0.0720 0.0066 1.651°
PCHI 3.3213 0.9444 3.1223 1.0025 0.1989 4.301™
PCH2 3.8808 0.7349 3.7790 0.7488 0.1018 2.814™
PCH3 4.3970 0.7308 4.2696 0.7403 0.1274 3.558™
RAHI 5.9571 0.9948 5.8487 1.0242 0.1083 2.193"
RAH2 6.2305 0.7478 6.1486 0.7440 0.0819 2.270™
RAH3 6.8523 0.7915 6.7546 0.8114 0.0976 2.493™*
IAH1 4.8786 1.0953 4.7670 1.0461 0.1115 2.184"
IAH2 5.5919 0.8555 5.5154 0.8130 0.0765 1.861°
IAH3 6.0610 0.8472 5.9706 0.7966 0.0904 2.223"
Total 7.3368 0.7200 7.2364 0.7264 0.1003 2.855™
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WA, <k 8>9 [3d Ale B9olALe] A IHPCHA)Z ZAARER 219 3| H &4 AFfoltt,
M7} £ Jones 28 9] A A dg ol ol MDA E Al 71 ZIARAIZE B 1%9] ol
AN G293t &(—)9] 7S YEFAR Kothari®] A 24 Aol PMDAYAE 5~10%2]
NA gt ()9 #s VERTE olefgt Azt @dolAke] FAFEYAI] BeS
2 Aol o]l FolEo AMER] Ay AL 9ndth thgo =z, [dd B]
SEI| AL AAIZHRAHH I AR mX = dEFe T4 Aol @3l
7 2, MDAIAM & Al 7FA] AR ZE 25 19%2] F-o5FolA 23k 2(—)9] gt

YERAT PMDACIA = 5~10%2] FrolFTodlA Foldh S(—)9 &= el 22v [
GCloM = FFE A ZARIZHIARH) AR P2 = G2 w418 232, MDA
M Al 7EA] AR A B fro] ek S(—)9] A3t YERE S U PMDAYA & B #9014

oA e A% e B

i
o

A

A

L
H

o

o
o

Mo X 2 du o fN ol

CH 8> ZgE ZAZo| ZALERO 0jxl= S&of it 3HEAM At
AQ= By +B,AH+ Controls + Y, YD+ Y IND+e,,
MDA PMDA
B=(N=3,108)
Coef.(t—value) Coef.(t—value)
(g Al : SHEolA}
Intercept included included
PCHI In —0.0045 (—3.53)"" —0.0015 (—1.74)°
Controls included included
>.YD, XIND included included
F—Value 275.60"" 362.86™
AdjR? 0.7047 0.7587
Intercept included included
PCH2 In —0.0056 (—3.67)"" —0.0022 (—2.05)"
Controls included included
2.YD, XIND included included
F—Value 275.73 363.03
AdjR? 0.7048 0.7588
Intercept —0.1130 ( —2.68)™ —0.0205 ( —0.69)
PCH3 In —0.0075 ( —4.23)™ —0.0028 ( —2.26)"
InAsset 0.0071 (  7.10)™ 0.0012 ( 1.78)
Lev —0.0113 ( —2.26)" 0.0149 ( 4.19)™
CFO —0.5025 (—39.54)"" —0.6268 (—69.53)""




R ERINE I

HAAIZIO| HARSEO| BIXE F

#4=(N=23,108) MDA PVDA
Coef.(t—value) Coef.(t—value)
TA 0.3095 ( 55.07)™ 0.1894 ( 47.52)™
LOSS —0.0743 (—29.43)" —0.0200 (—11.17)"™"
Age —0.0000 ( —1.49) —0.0000 ( —0.19)
KOSPI/KOSDAQ 0.0049 (  1.97)7 0.0009 ( 0.51)
Big4 —0.0050 ( —1.86)" 0.0002 ( 0.14)
2.YD, XIND included included
F—Value 276.28™ 363.18™
AdjR* 0.7052 0.7589
(md B] : SS&AHAL
Intercept included included
RAHI In —0.0061 ( —3.72)" —0.0019 ( —1.66)"
Controls included included
2.YD, XIND included included
F—Value 27577 362.81™
AdjR* 0.7048 0.7587
Intercept included included
RAH2 In —0.0068 ( —3.62)"" —0.0029 ( —2.18)"
Controls included included
>YD, >IIND included included
F—Value 275.68" 363.12"
AdjR? 0.7048 0.7589
Intercept —0.1298 ( —3.04)™ —0.0266 ( —0.88)
RAH3 In —0.0104 ( —491)™" —0.0039 ( —2.57)"
InAsset 0.0090 (  7.45™ 0.0019 (228"
Lev —0.0104 ( —2.07)" 0.0152 ( 427)"
CFO —0.5046 (—39.69)"" —0.6275 (—69.53)""
TA 0.3101 ( 55.28)" 0.1896 ( 47.63)™
LOSS —0.0738 (—29.19)™ —0.0198 (—11.05)™
Age —0.0001 ( —1.72)" —0.0000 ( —0.30)
KOSPI/KOSDAQ 0.0052 ( 2.10)" 0.0010 ( 0.58)
Big4 0.0023 ( 0.88) 0.0030 (  1.63)
>.YD, XJIND included included
F—Value 277.06" 363417
AdjR? 0.7058 0.7590
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<# 8 HI™

HAAIZIO| HARSEO| BIXE F

MDA

PMDA

Coef.(t—value)

Coef.(t—value)

[ C]: +E53AA

Intercept included included
IAHI In —0.0038 ( —3.09)"" —0.0001 ( —0.14)
Controls included included
>2YD, >IIND included included
F—Value 27523 36239
AdjR? 0.7044 0.7585
Intercept included included
TAH2 In —0.0032 ( —2.15)" —0.0006 ( —0.61)
Controls included included
2.YD, 2JIND included included
F—Value 274617 362447
Adj R* 0.7039 0.7585
Intercept —0.1073 ( —2.53)" —0.0128 ( —0.43)
IAH3 In —0.0054 ( —3.18)™ —0.0006 ( —0.56)
InAsset 0.0064 (  6.46)7 0.0005 ( 0.75)
Lev —0.0117 ( —2.33)" 0.0143 ( 4.02)™
CFO —0.5025 (—39.47)" —0.6264 (—69.40)""
TA 03104 ( 55.22)™ 0.1898 ( 47.63)™
LOSS —0.0745 (—29.42)"" —0.0202 (—11.27)"
Age —0.0000 ( —1.48) —0.0000 ( —0.15)
KOSPI/KOSDAQ 0.0047 ( 1.89)7 0.0008 ( 0.47)
Big4 0.0014 ( 0.53) 0.0021 (  1.11)
2.YD, XIND included included
F—Value 27530 36243
AdjR? 0.7045 0.7585

(T2 D] : A ZAAIZE

Intercept —0.1314 ( —3.10)™ —0.0258 ( —0.86)
Total In —0.0145 ( —5.61)" —0.0049 ( —2.69)"
InAsset 0.0103 ( 7.93)™ 0.0022 (245"
Lev —0.0092 ( —1.84)" 0.0155 (434
CFO —0.5059 (—39.81)™ —0.6279 (—69.53)™
TA 03098 ( 55.29)™ 0.1896 ( 47.61)™
LOSS —0.0734 (—29.00)™ —0.0197 (—10.97)™
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B1=(N=3,108) MDA PMDEA
Coef.(t—value) Coef.(t—value)
Age —0.0001 ( —1.79)" —0.0000 ( —0.32)
KOSPI/KOSDAQ 0.0053 ( 2.10)" 0.0010 (  0.57)
Big4 0.0025 ( 0.96) 0.0030 ( 1.62)
2.YD, 2JIND included included
F—Value 277.99" 363.51°
AdjR* 0.7065 0.7590

npRj ko 2 [3dD]= F AR AR 2] 3] A A Aot MDA PMDAC! A
3 ()Y Fe YUERATE o33 dte RE AFEH AT o] Bold 4= A

4 wgoe Zolsw 01@1 Bl Zﬂﬂn% SRR

=~

o] Z7FeEE AEA w3 Alug-S 39l A, F AR 324 ATt
A BARFEY BAATE o33 2t} Indsset, TAY A= A 0331 ‘?—,_Hg"“ﬂr 03]?]5_ oF

2 W Lev, CFO, LOSS, Age= A ZFA 2N fo3h —.‘3—(—)0 A= UrEMM TiH

H &0l =555, d9daagol BeTE, edido] F45, 7YdEo] =555 AHA

g o] a3tk Aafolty, ROAQ 75 MDAAE #9491 S(—)2 %, PMDACIA
+ o

HH)Y gz MZE o2 ke ES’&‘{— g PMDAOW\ = %‘O A o] x| ekekth. Kospi/ Kosdag
d S HH)Y o= vehd
KOSPIZ]9e] KOSDAQ~7I4 el Hla = Eob—g. Aol F7HE & 4 qith
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93 7185 - ATH016)0l WET FZHAAIRE, B4
1 59 Bolx) 2tk o] £453 A
7 soludeke AER AnEH) YehiA 2 & e

Ak felHQ)

CE 9 ZZH ZAA

O] Z=ZAL 2|AZE0| Blx|= &

AQ= B+ B, AH+ B,INT+ 3, AHX INT+ Controls + Y, YD+ Y, IND+e,,

MDA PMDA
#1=(N=3,108)
Coef.(t—value) Coef.(t—value)
(g Al : SEOlAL
Intercept included included
PCHI In —0.0048 ( —3.56)"" —0.0018 ( —1.98)"
INT D —0.0113 ( —1.25) —0.0070 ( —1.10)
PCHI1 _In < INT 0.0026 ( 1.01) 0.0020 ( 1.10)
Controls included included
2.YD, 2IIND included included
F—Value 256.66 337.79
AdjR? 0.7047 0.7587
Intercept included included
PCH2 In —0.0059 ( —3.60)"" —0.0024 ( —2.07)"
INT D —0.0107 ( —0.80) —0.0046 ( —0.49)
PCH2_In X INT 0.0019 ( 0.58) 0.0010 (  0.46)
Controls included included
2.YD, XJIND included included
F—Value 256.75 337.82
AdjR? 0.7048 0.7587
Intercept —0.1085 ( —2.56)" —0.0197 ( —0.65)
PCH3 In —0.0078 ( —4.06)"" —0.0031 ( —2.36)"
INT D —0.0151 ( —1.00) —0.0081 ( —0.76)
PCH3_In X INT 0.0028 ( 0.84) 0.0018 ( 0.74)
InAsset 0.0070 (  7.03)™ 0.0012 ( 1.80)
Lev —0.0110 ( —2.19)" 0.0149 (417
CFO —0.5028 (—39.55)™" —0.6269 (—69.51)™
TA 0.3098 ( 55.07)" 0.1895 ( 47.48)™



B9 Hag &

#4=(N=3,108) MDA PVDA
Coef.(t—value) Coef.(t—value)
LOSS —0.0743 (—29.42)" —0.0200 (—11.17)""
Age —0.0000 ( —1.52) —0.0000 ( —0.21)
KOSPI/KOSDAQ 0.0049 ( 1.95) 0.0009 ( 0.51)
Big4 —0.0051 ( —1.89)" 0.0002 ( 0.13)
>YD, >IIND included included
F—Value 257.27 337.99
Adj R* 0.7052 0.7588
[Zd B] : SE=|H A}
Intercept included included
RAHI In —0.0065 ( —3.83)™" —0.0022 ( —1.87)"
INT D —0.0252 ( —1.67) —0.0136 ( —1.27)
RAHI In X INT 0.0038 ( 1.53) 0.0022 ( 127)
Controls included included
>YD, >IIND included included
F—Value 256.96 337.81
Adj R* 0.7049 0.7587
Intercept included included
RAH2 In —0.0077 ( —3.87)" —0.0032 ( —2.33)"
INT D —0.0383 ( —1.82) —0.0136 ( —0.91)
RAH2 X INT 0.0057 ( 1.70)° 0.0021 (  0.90)
Controls included included
>YD, >IIND included included
F—Value 256.98 337.98
AdjR? 0.7049 0.7588
Intercept —0.1183 ( —2.75)™ —0.0226 ( —0.74)
RAH3 In —0.0112 ( —5.09)™ —0.0043 ( —2.78)"
INT D —0.0434 ( —2.00)" —0.0202 ( —1.31)
RAH3 X INT 0.0060 (  1.92)° 0.0029 ( 1.32)
InAsset 0.0089 (  7.34)™ 0.0019 (228"
Lev —0.0106 ( —2.1D)" 0.0150 ( 4.18)™
CFO —0.5050 (—39.73)™ —0.6278 (—69.54)™
TA 0.3102 ( 55.27)™ 0.1896 ( 47.58)™"
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#4=(N=3,108) MDA PVDA
Coef.(t—value) Coef.(t—value)
LOSS —0.0739 (—29.23)"™ —0.0198 (—11.07)""
Age —0.0001 ( —1.78)" —0.0000 ( —0.35)
KOSPI/KOSDAQ 0.0051 ( 2.03)” 0.0009 (  0.54)
Big4 0.0018 ( 0.71) 0.0029 ( 1.55)
>YD, >IIND included included
F—Value 258.29 338.38
Adj R* 0.7060 0.7590
[m'd C]: &3 HAL
Intercept included included
IAHI1 In —0.0037 ( —2.84)™ —0.0003 ( —0.37)
INT D —0.0037 ( —0.33) —0.0067 ( —0.83)
IAHI InXINT 0.0001 (  0.09) 0.0012 (  0.78)
Controls included included
>YD, >IIND included included
F—Value 256.22 337.28
Adj R* 0.7043 0.7584
Intercept included included
IAH2 In —0.0035 ( —2.20)" —0.0009 ( —0.82)
INT D —0.0156 ( —0.93) —0.0099 ( —0.83)
IAH2 In X INT 0.0022 ( 0.75) 0.0016 (  0.79)
Controls included included
>YD, >IIND included included
F—Value 255.74 337.33
AdjR? 0.7039 0.7584
Intercept —0.1000 ( —2.34)" —0.0093 ( —0.31)
TAH3 In —0.0057 ( —3.12)™ —0.0010 ( —0.77)
INT D —0.0147 ( —0.80) —0.0108 ( —0.83)
IAH3 In X INT 0.0019 (  0.66) 0.0017 (  0.80)
InAsset 0.0063 (  6.38)™ 0.0005 ( 0.78)
Lev —0.0114 ( —227)" 0.0143 ( 4.0D)™
CFO —0.5026 (—39.48)"" —0.6264 (—69.39)""
TA 0.3106 ( 55.22)™ 0.1899 ( 47.59)™"
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MDA PMDA
#4=(N=3,108)
Coef.(t—value) Coef.(t—value)
LOSS —0.0744 (—29.41)" —0.0202 (—11.26)"
Age —0.0000 ( —1.52) —0.0000 ( —0.18)
KOSPI/KOSDAQ 0.0047 ( 1.87) 0.0008 (  0.46)
Big4 0.0011 (  0.42) 0.0020 (  1.06)
>YD, 2IIND included included
F—Value 256.33 337.32
Adj R* 0.7044 0.7584
(T D] : M& ZEARAIZE
Intercept —0.1208 ( —2.81)™ —0.0215 ( —0.71)
Total In —0.0152 ( —5.70)™ —0.0055 ( —2.89)""
INT D —0.0436 ( —1.70)" —0.0228 ( —1.25)
Total_InXINT 0.0057 ( 1.65) 0.0031 ( 127)
InAsset 0.0103 ( 7.84)™ 0.0023 (248"
Lev —0.0095 ( —1.88)" 0.0153 ( 4.26)™
CFO —0.5062 (—39.84)™" —0.6281 (—69.54)""
TA 0.3099 ( 55.27)" 0.1895 ( 47.56)"
LOSS —0.0734 (—29.02)™ —0.0197 (—10.98)"
Age —0.0001 ( —1.86)" —0.0000 ( —0.37)
KOSPI/KOSDAQ 0.0051 ( 2.06)” 0.0009 (  0.55)
Big4 0.0021 ( 0.82) 0.0028 (  1.55)
2.YD, 2IIND included included
F—Value 259.01 338.45
AdjR* 0.7066 0.7590
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The Effect of Rank -specific Audit Hours
on Initial Audit Quality

Sujin Sin” - Sungho Bae™"

<{Abstract>

This study analyzes the effect of rank —specific audit hours on initial audit quality by using the
newly disclosed rank-specific audit hours data according to the amendment of the ‘Act on
External Audit of Corporations’ in May 2014. In this paper, we propose additional evidence on
the initial audit quality debate with the perspective of rank —specific audit hours.

From 2014 to 2017, audit hours were collected and classified as partner CPA, registered CPA
and trainee accountant. Audit quality was measured by the modified Jones model discretionary
accruals(Dechow et al. 1995) and the performance matched discretionary accruals(Kothari et al.
2005). With the criteria of non-financial listed companies and December year end, our final
sample is 3,108 observations. The multiple regression results are as follows. First, rank —specific
audit hours and total audit hours showed negative significant correlation with discretionary
accruals. In other words, the increase of audit hours leads to the increase of audit quality. Second,
when the initial audit, audit hours of partner CPA and trainee accountants were not significantly
related with discretionary accruals. However, there was a significant positive relation between
discretionary accruals and audit hours of registered CPA. It means that the registered CPA is lack
of understanding about initial auditing. Or it may be due to the economic interests with initial
client.

According to the literature, there is no consistent conclusion about initial audit quality. So, this
study contribute to the literature with additional factors on initial audit quality by examining the
effect of audit hours on initial audit quality and the effect of rank —specific audit hours on audit
quality. Also, this study suggest meaningful results of the initial audit quality under auditor
designation system.

<Key words> rank -specific audit hours, audit hours, audit quality, initial audit, auditor designation system
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